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SUB J : GOP APPROVES RENAULT PLANT PROPOSAL 

1 . ON AUG 31 THE COUNCIL OF MINISTERS APPROVED IN PRINCIPLE 
A RENAULT PROPOSAL TO BUILD A NEW AUTOMOBILE ASSEMBLY 
PLANT IN PORTUGAL. THE GOP ESTIMATES A TOTAL CAPITAL 
INVESTMENT OF $250 MILLION AND THE CREATION OF 7,000 
JOBS. RENAULT WOULD BE ALLOWED TO COVER 40 TO 50 PERCENT 
OF THE DOMESTIC MARKET, ALTHOUGH THE GOP WILL ASSURE 
OTHER FOREIGN MANUFACTURERS THAT THEY WILL BE PERMITTED 
TO SELL A MINIMUM OF 45,000 AUTOS PER ANNUM. IT IS 
EVISAGED THAT SOME OF RENAULT'S PRODUCTION THROUGH 1984 
WILL BE EXPORTED TO ALLOW FOR AN ORDERLY DEVELOPMENT OF 
THE INTERNAL MARKET. THE GOVERNMENT WILL PARTICIPATE 

IN THE EQUITY OF THE PROJECT. PERMIT PRIVATE PARTICIPATION 
THROUGH PUBLIC SUBSCRIPTION. AND IMPORT SOME $60 MILLION 
IN FOREIGN CAPITAL. 

2. COMMENT: QUESTION OF AUTHORIZING NEW AUTOMOBILE 
MANUFACTURING PLANT IN PORTUGAL HAS BEEN UNDER DEBATE 
FOR SEVERAL YEARS. FRENCH COMPANY REPORTEDLY GUARANTEES 
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THAT ITS LOCALLY PRODUCED AUTOMOBILES WILL CONSIST OF 
APPROXIMATELY 60 PERCENT PORTUGUESE INPUTS AND THAT 
SIGNIFICANT PORTION OF FINAL PRODUCT WILL BE 
EXPORTED. OTHER MANUFACTURERS, INCLUDING U.S. COMPANIES, 
HAD BEEN REQUESTED TO PRESENT SIMILAR PROPOSALS. THEY 
HAD. HOWEVER, DECIDED NOT TO DO SO ON THE GROUNDS 
THAT SUCH A FACILITY IN PORTUGAL WOULD BE NONECONOMICAL. 
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THEY ARE NOW CONCERNED THAT A FRENCH FACTORY WOULD SEEK 
GOP MEASURES DESIGNED TO LIMIT THEIR PRODUCTION AND 
SALES. THEY DO NOT BELIEVE THE FRENCH PROPOSAL WILL BE 
VIABLE UNLESS GOP ADOPTS SUCH PROTECTIVE MEASURES. IF 
THEIR FEARS ARE REALIZED, EXISTING AUTOMOBILE ASSEMBLERS 
WILL FACE SERIOUS PRODUCTION/FINANCIAL PROBLEMS. 

THEY ARE, THEREFORE, AWAITING FINAL GOP DECISION. IN THE 
MEANTIME, THEY MAY SEEK INTERVENTION BY THEIR OWN GOVERN- 
MENT TO PREVENT GOP FROM APPROVING EXCESSIVE PROTECTION 
FOR A LOCAL FRENCH MANUFACTURER. 
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